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ACTION NEA- 10 

INFO OCT-OI ISO-00 CIAE-00 DODE-00 INR-07 NSAE-00 
PA-02 USIA-15 PRS-OI SP-02 COME-00 EB-07 LAB-04 
SIL-OI /050W 

05I247Z 010662/53 

R 050607Z MAY 77 
FM AMEMBASSY JIDDA 
TO SECSTATE WASHDC 8222 

UNCLAS JIDDA 3269 

E.O. 11652: N/A 

TAGS: EFIN, ECON, ELAB, SA 

SUBJ: SAG ANNOUNCES PAY INCREASE 

1. PAY RAISE FOR SAG CIVIL SERVANTS WAS ANNOUNCED MAY 4 
FOLLOWING COUNCIL OF MINISTERS MEETING CHAIRED BY KING. RAISE 
REACHES 50 PERCENT IN LOWER GRADES, REDUCING PROGRESSIVELY 
TO 25 PERCENT IN HIGHEST GRADE. 

2. COMMENT: RAISE HAS BEEN UNDER CONSIDERATION FOR SEVERAL 
MONTHS, AND FOLLOWS PAY INCREASE GIVEN TO ARMED FORCES IN 
MARCH. ITS ANNOUNCEMENT UNDER KING'S SPONSORSHIP, IN 
FESTIVE ATMOSPHERE SURROUNDING HIS RETURN TO COUNTRY WILL 
GIVE SMALL BOOST TO KING'S AND REGIME'S IMAGE, PARTICULARLY 
AMONG CIVIL SERVANTS WHO HAVE NOT HAD A GENERAL RAISE IN 
OVER A YEAR OE HIGH INFLATION. THE TIMING OF THE PAY RAISE, 

EFFECTIVE IN MID-JUNE, IS ALSO FORTUITOUS IN TERMS OF 
LIMITING ITS IMMEDIATE INELATIONARY IMPACT, AS MERCHANTS' 

INVENTORIES ARE HIGHER THAN USUAL IN CURRENT BUSINESS 
LULL. SAG SALARIES AND EXPENSES TOTAL LESS THAN 8 PERCENT 
OF THE STATE BUDGET, AND POSSIBLE ECONOMIC EFEECT 

OF THIS NEW SPENDING POWER IN THE HANDS OE APPROXIMATELY 
180,000 CIVIL SERVANT'S IS UNCLEAR IN SITUATION IN WHICH 
MANY SAG OFFICIALS ALREADY HAVE SUBSTANTIAL SECOND 
SOURCES OF INCOME. GOVERNMENT HAS WARNED MERCHANTS THAT 
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IN INTENDS TO MONITOR PRICES CLOSELY TO CUT OEF ANY 
PROFITEERING BASED ON PAY RAISE. SAG APPEARS TO BE 
COMMITTED TO CONTINUATION OF ANTI-INFLATIONARY POLICIES, 

BUT REAL TEST OF ITS INTENTIONS WILL COME WITH PUBLICA- 
TION OF NEW BUDGET (ABOUT WHICH WE HAVE SO FAR BEEN UNABLE TO GET ANY 
MEANINGFUL INDICATIONS) IN MID- JUNE. 
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